Traditionally, retail travel agencies have acted as intermediaries between primary creators/suppliers of travel products and the consumer, largely as a function of taking upon themselves the transaction costs for the consumer to ®nd and select appropriate travel facilitators. Internet-related technologies dramatically change transaction costs in communication-based activities and raise both challenges and opportunities for this business sector relating to issues of the nature and value of intermediation. Two major threats currently perceived are the disintermediation of retail agencies by primary producers, and the emergence of new virtual intermediaries.
The potential for structural changes in the travel sector highlights the need for travel agencies to actively select between business models which can best support an effective online strategy. The lowering cost of information and communications technology calls into question the sustainability of many existing implicit online models. To aid in the creation of new forms, we use the series of seven models derived by Burn and Barnett 1 to describe the range of virtual organisational structures and apply these in the travel industry. The value of each of these forms lies in there being an appropriate response to the communication and transaction needs within a given nexus of market forces and opportunities. It is argued that the characteristics of traditional travel agencies are not yet aligned with the demands of the new travel economy. A rapidly changing business environment, largely brought about by the Internet, will require companies to quickly develop new af®lia-tions and alliances, have access to new products and be creative in their marketing. It is suggested that an awareness of the range of organisational forms, together with an appreciation of their potential for application, will aid successful adaptation by travel companies within a changing business environment.
INTRODUCTION
Traditionally, retail travel agencies worldwide have come into being and¯ourished as intermediaries between airline companies, wholesale travel companies, hoteliers and the like, and the consumer. The Internet and the World Wide Web provide a whole new set of challenges and opportunities for this business sector. A major threat stems from airlines and wholesale travel companies offering their products and services directly to the customer by replacing the intermediation of travel agencies operating from physical of®ces with online services. 2 Large online agencies have gained signi®cant attention in the travel industry and provide some evidence of a restructuring of the travel industry sector.
The ®rst section of the paper describes the nature of the travel industry sector, using Australia as an example, and relates this to the emerging Internet facilities. Various online business models are then described with examples from the travel industry. These are used to discuss some of the options available to travel agencies in relation to repositioning on the Web.
THE TRAVEL AGENCY SECTOR IN AUSTRALIA
Travel agencies play an important role as intermediaries within the travel and tourism industry in Australia. An Australian Bureau of Statistics study 3 found that there were 3,266 businesses in the travel agency services industry of which 2,842 (87 per cent) were engaged primarily in the distribution of travel products in Australia. Of these, 2,393 (84 per cent) were retail agencies that distributed travel products, 158 businesses were wholesalers of travel products and 170 were inbound tour operators. The travel agency services industry is concentrated in the eastern states of New South Wales, Victoria and Queensland (78 per cent of the business locations). The total number of people employed in the sector is over 24,000.
Seventy per cent of the retail travel agencies had fewer than ®ve people and generated only a quarter (25.4 per cent) of the total income produced by all travel agents. Ninety-eight per cent of retail travel agencies employed fewer than 20 persons and a mere 19 businesses employed 100 persons or more. Ten large agencies generated 33 per cent of the total income for travel agencies in the country.
THE TRAVEL INDUSTRY AND THE INTERNET
While contemporary ®gures for Australia are not readily available, it is clear that the use of the Internet by the travel industry is growing. In the USA this sector was worth US$12.4bn in 2000 and will reach US$ 25.2bn by 2003. 4 This growth trend will place it ahead of other e-retail industries like computer hardware and software. In Europe, 6.4 per cent of all trips abroad by Europeans were initiated on the Internet in 1999. Almost a quarter of the trips initiated online were also booked and paid for online, 5 however online travel sales are not expected to overtake of¯ine revenues yet. In the USA, the consumer travel industry is worth US$221bn; online sales at US$12.4bn thus comprise only 5.6 per cent of the total travel market. However, given that many traditional travel agencies are operating on small pro®t margins with ®xed overheads, even these ®gures are likely to make an impact on the industry sector as a whole.
Travel agencies are highly dependent on up-to-date, accurate information. Information technology has been widely used within travel agencies for reservations, accounting and inventory management functions. Raymond and Bergeron 6 refer to the types of systems used by travel agents as: Ð global distribution systems (GDS) such as Galileo, Sabre and Amadeus which are used for reservations, information search, client management and reporting; Ð organisational information systems (OIS) which are used for accounting, reporting, record management and billing.
The use of information technology (IT) by travel agencies over the past 30 years has played a leading role in reducing transaction costs between primary providers and retailers, in the process shifting much of the responsibility for services from the primary supplier to the retailer. 7 Travel agencies have traditionally acted as intermediaries between the travel wholesalers, consolidators and the consumers. Wholesalers and consolidators source airline seats, hotel rooms and tours, and package them into products which are supplied, typically through computer reservation systems (CRS), to the travel agencies. Retail travel agencies rely primarily on commission from ticket sales as their source of income. 8 However, this supply chain is under some pressure as airlines, travel wholesalers and consolidators begin to market their products directly to consumers. Some see the threat of disintermediation as a challenge that travel agencies will need to address in the near future. 9 Although the threats in the industry are very real, the growth of the Internet and in particular the increasingly popular World Wide Web (WWW or Web) has created opportunities for all sectors of the travel industry to interact with customers in a morē exible way. While it is too early to determine just how signi®cant the in¯uence of the Internet will be on the travel industry, there is some evidence to suggest that a restructuring is taking place.
Business competition for traditional travel agencies has increased as a result of a number of developments. Firstly, airlines and wholesale tour operators are beginning to market their products directly to the consumer through their websites. Secondly, virtual travel agencies (VTAs) are aggressively marketing their products and services via the Web. Online travel agencies such as Microsoft's Expedia and Travelocity have the potential to pass economies of scale on to the consumer. They offer reduced fares coupled with the convenience of making reservations from home after of®ce hours. These online agencies are challenging the traditional retail travel agency that is operating on a small pro®t margin. Thirdly, some innovative travel agencies have developed online strategies to supplement their existing of¯ine channels. Fourthly, various online brokers have appeared which auction airline tickets and other travel products. The changes in the global travel industry, especially as a result of the growth of the Internet, have led some to suggest that travel agencies must radically change their business practices if they are to survive at current numbers. 10 This paper uses the seven models describing the virual organisational form indenti®ed by Burn and Barnett 11 (virtual faces, coalliances, star alliances, value alliances, market alliances, virtual brokers and virtual spaces), and applies these to the travel industry. The value of each of these forms lies in it being an appropriate response to the communication and transaction needs within a given nexus of market forces and opportunities. The models proposed identify a range of online organisational structures which can be adopted by organisations. They range from the virtual face through to the virtual space. Rather than focusing solely on website design and strategy, Burn and Barnett 12 argue that that the underlying business structure is more signi®cant in facilitating a successful online presence.
Virtual face
Put simply, virtual faces are the cyberspace incarnations of an existing non-virtual organisation (often described as a`place' as opposed to`space' organisation). They create additional value services, such as enabling users to carry out the same transactions over the Internet as they could otherwise do by using telephone or fax. The interactivity of communications now available may provide an impetus for a shift in focus of activity as these services need not simply re¯ect and mirror the activities of the parent organisation but can even extend these.
Most traditional independent travel agencies that have developed a website have created a virtual face on the Web. Few systems developed by travel agencies are transaction-based systems where reservations and payments can be made online. The most commonly used approach is to use the Web to promote the company, market its travel products, and download brochures and leaflets to consumers. In such cases the Web becomes another channel for marketing existing products and services. 13 As an example, the RAC Travel Group based in Perth, Western Australia, has nine retail travel agency outlets but has experimented with a virtual face approach for several years. The company's website promotes some of the travel products the company has on offer and provides a basic form for the customer to make enquiries about travel options. There is no facility to make online travel bookings and payments. However, customers can purchase maps online and download travel-related lea¯ets free of charge. It is expected that the customer will either telephone or call in at one of the retail outlets for travel bookings and payments.
The major obstacle for travel agencies adopting a virtual face is the ability to afford a transaction-based website, keep it up to date and promote it effectively on the Web.
14 Indeed most travel agencies spend less than A$2,000 on their websites, which highlights a predominantly low-budget approach. It may well be that the cost of a site with adequate security, transaction processing and information dissemination capabilities exceeds the revenue it can create for the small player, and that this model is not a viable one for most agencies.
Co-alliance
Co-alliance models are shared partnerships with each partner bringing approximately equal amounts of commitment to the virtual organisation to form a consortium. The composition of the consortium may change to re¯ect market opportunities or the core competencies of each member. Focus can be on speci®c functions, such as collaborative design or engineering, or in providing virtual support with a virtual team of consultants. Links within the co-alliance are normally contractual for more permanent alliances or by mutual convenience on a project basis.
There are opportunities for travel agencies to group together to tap into the Web's potential. A number of travel agencies could form a consortium and develop a more sophisticated and effective transaction-based website for the group, with customers referred back to one of the agencies to collect tickets, make further enquiries or make the payment in person if desired. The member travel agencies would remain independent in every other way but share the costs of website development, maintenance and promotion. The chances of developing an effective transaction-based website would be increased, but there would have to be signi®-cant levels of trust within the group. Giants, for example, is a member-owned travel agency consortium or cooperative of 1,900 agencies worldwide. The association negotiates with suppliers and provides advice and help on marketing. Pro®ts are distributed to members. Many other such consortiums and associations exist in the travel industry (see http://www.travind.com/agncy-list.html).
Star alliance
Star alliance models are coordinated networks of interconnected members re¯ecting a core surrounded by satellite organisations. The core comprises leaders who are the dominant players in the market and supply competency or expertise to members. These alliances are commonly based around similar industries or company types. While this form is a true network, typically the star or leader is identi®ed with the virtual face (perhaps by brand ownership) and so the core organisation is very dif®cult to replace whereas the satellites may have a far greater level of substitutability. Communication channels are controlled by the core and this may lead to quite hierarchical communication structures.
A franchise group is typically a star alli-ance, and the travel agency sector has existing franchise organisations. For example, Jetset Travel has over 200 of®ces across Australia. The branches are manager owned. The Jetset website allows online booking, but the customer is referred to a local travel agency to collect the tickets. The information about travel products on the website relates to general products and specials available to the entire group. Rival group Traveland is interesting in that it combines features of the value alliance and market alliance models (see below) with that of a star alliance. Itself a wholly owned subsidiary of an airline group, it runs around 200 owned and operated branches with a common website servicing this group. It also operates a pool of over 200 franchisees (manager-owned shops) who do not have access to the Traveland Web facilities, although there is an information intranet. It would seem that there will be increased con¯ict between members of this star alliance as the central hub leverages its greater strength in what cannot help but be competition with its star partners when their physical proximity to customers diminishes in importance.
Value alliance
Value alliance models bring together a range of products, services and facilities in one package and are based on the value or supply-chain model. Participants may come together on a project-by-project basis, but the general contractor provides coordination. Where longer-term relationships have developed, the value alliance often adopts the form of value constellations, where ®rms supply each of the companies in the value chain and a complex and enduring communications structure is embedded within the alliance. Substitutability has traditionally been a function of ef®ciency and transaction costs: searching for, evaluating, and commencing operations with potential partners has been a costly and slow business procedure, relying as it does on information transfer and the establishment of trust and business rules across time zones, culture, currencies and legal frameworks. These have determined the relative positioning of partners on the chain and the reciprocity of the relationship. This model is particularly suited to taking advantage of communications ef®-ciencies not previously available and therefore changing components extremely rapidly in response to evanescent market forces and opportunities.
Companies, such as American Airlines' Sabre, provide access to travel products for travel agencies through their computer reservation systems (CRS). Approximately 40 per cent of all reservations made in the world are processed through Sabre's CRS. Sabre are now offering the same basic service via the Web. Travel agencies can develop a website with a link to the Sabre site so that the customer can search, make a reservation and make payments online. This means that the reservation is made in real time. The customer is directed to the referring travel agency to pick up tickets and the commission is passed on to the travel agency. The approach provides a high-quality and costeffective method of providing an online transaction system for the customer.
InfoHub provides access to an online database of over 5,000 tours. Travel agencies pay a small fee to include a query form on their website which links to the InfoHub website. The customer query or transaction is tracked and information on the traveller, tour, and tour operator is sent to the travel agency. The agent can then close the sale, if this is needed, between the traveller and the tour operator. InfoHub promotes itself as providing high commissions for travel agents and a fast way of making their Web sites content rich.
Market alliance
Market alliances are organisations that exist primarily in cyberspace, depend on their member organisations for the provision of actual products and services, and operate in an electronic market. Normally they bring together a range of non-competing products, services and facilities in one package, each of which may be offered separately by indivi-dual organisations. In some cases the market is open and in others serves as an intermediary. These can also be described as virtual communities. But a virtual community can be an add-on such as exists in an e-mall rather than a cyberspace organisation perceived as a virtual organisation.
The airline industry is characterised by market alliances at the primary level. This has implications for the travel agency sector as many airlines are in fact operating as travel agencies selling¯ight tickets, accommodation, transfers, tours, entertainment and car hire. Air New Zealand and News Corporation, for example, each own 50 per cent of Ansett Holdings, which is composed of Ansett Airlines, Kendall Airlines, Skywest Airlines, Australian Concession Management, Show Group and Traveland (travel agency). A virtual travel agency recognising its position for such a market alliance would appear to provide many advantages by serving as a portal for some of the products of the group. Such a strategy would, however, threaten other business models such as co-alliance and star alliance, and need to take a position with relation to emerging brokerage models (see below).
Virtual broker
Virtual brokers are designers of dynamic networks. These prescribe additional strategic opportunities either as third-party valueadded suppliers, such as in the case of common Web marketing events, or as information brokers providing a virtual structure around speci®c business information services. This model has the highest level of¯exibil-ity, with purpose-built virtual organisations created to ®ll a window of opportunity and dissolved when that window is closed.
Priceline.com serves as a broker and intermediary for airline tickets. The customer inputs¯ight destinations, dates (not times) and a price. Priceline then searches for an airline willing to release seats at the requested price. The company replies to the consumer within one hour. If tickets are found at the requested price, they are purchased and charged to the customer's credit card. However, the tickets cannot be changed, transferred or cancelled. Priceline does charge the customer for the service.
The travel and entertainment network Internet Operations (http://wwten-io.com) offers three major systems to facilitate Internet-based travel services. Customers may select the level of inventory distribution, management and reservation systems they require, and can elect to host the software themselves or allow ten-io to host and operate the system for them on a 24/7 basis. It is positioning itself as an application service provider, although whether it runs its own retail business as an advert for the ASP services or as an independent pro®t centre is unclear. As a privately held company, it does not give out much information.
Onetravel has elected to operate as a domain on the ten-io website offering a complete discrete service. Onetravel.com offers a mix of branded and non-branded travel opportunities, principally air fares, hotel accommodation and car rentals booking. In addition to providing a search and booking engine for branded¯ights, it offers a means for airlines to sell off surplus capacity below posted prices without competing unduly with themselves Ð for example, the White Label¯ights are fares major US and international airlines where the airlines require that their identity and certain¯ight details remain invisible to the buyer until ticket purchase is con®rmed At the same time, the owner of ten-io, Whale Media Inc., offers a retail travel service to the public hosted by ten-io and competing with the ten-io customers. This site, travelbreak.com, offers regular branded ights, information services, discussion fora, FAQ lists and an e-newsletter, and acts as intermediary for all players in the industry, providing regular auctions, reverse auctions and ®xed-price catalogues and encouraging any industry participant to buy or sell through its Web services. To other industry partners it acts as a virtual broker, hosting facilities and attracting (it is intended) far more potential participants than small companies could alone. To the retail buyer, this site acts as a combination virtual broker and virtual space.
Virtual space
The virtual space is characterised by being wholly dependent upon virtual contact with the client. These virtual companies rely totally on the online marketing channel for distribution of products and services but are not dependent upon any other intermediaries between themselves and the makers/ suppliers of goods and services. This feature distinguishes the virtual face structure from the virtual broker which may market products developed by intermediaries. A number of travel agencies exist entirely on the Web. These include Microsoft's Expedia, Travelocity and Travel.com.au. All three sites have full, real-time transaction capabilities. They are also rich information sites providing details on destinations, tour options, visas and other travel requirements. The websites aim to provide suf®cient information for the customer to make an informed buying decision. Travel.com.au sends information on discount¯ights and tours via e-mail several times a week to people who register with the site. These sites are ef®cient and effective for point-to-point airfares and selecting package tours, but can still be problematic to use for complex travel itineraries.
The models can be compared on a range of features. Table 1 compares the models  according to: Ð dependency on the online aspects of the business; Ð the potential for channel con¯ict, which occurs when existing customers are serviced via the online channel, thus taking numbers from the of¯ine channel; Ð organisational structures proposed, which can be used as a method of developing an online presence whilst minimising costs through strategic alliances; Ð the extent to which a successful company may be able to capitalise on its of¯ine brand image.
DISCUSSION
Much of the debate in relation to travel agencies and the Internet has been polarised in terms of travel agencies adopting a virtual face and the rise of the virtual travel agency. However, the discussion of virtual business models applied to the travel sector presents a much greater spectrum of possibilities and opportunities for travel agencies exploring online ventures. Previous research of travel agencies and their adoption of Internet technologies has shown that many see Web commerce as an add-on to supplement existing marketing channels. 15 In addition, a low-budget approach is taken to website development, with the majority of travel agencies spending less than A$2,000 on initial Web development. 16 The lack of strategic thinking could be the downfall of many travel agencies. Viewing the challenge of the Internet in a low pro®le manner would appear to highlight that travel agencies are unaware of the longer-term changes taking place in the travel sector. 17 Success in the travel sector in the future may depend upon a company's ability to change or adapt business models to take Each business model discussed has strengths and limitations in relation to these types of factors. A recommendation on the most effective strategy for a particular travel agency would depend upon its current characteristics and the opportunities available.
Currently most travel agencies have physical premises, relatively static product lines and long-term relationships with suppliers through computer reservation systems; they service local customers and employ full-or part-time travel consultants. These ®xed characteristics appear unlikely to meet the demands of the future.
The requirements of customers are changing also. Many place importance on information, speed, convenience and price when making reservations and payments; all of which are available via the Web. As people travel more, travel products are less likely to be treated as one-off purchases which require a personal travel consultant. 18 This is highlighted, for example, by the growth in eticketing. On the whole, such consumer changes diminish the role of the travel consultant.
19 Table 2 compares the potential of the various models from a consumer perspective. The columns on the right have the potential to reduce costs for the consumer, but in reality have not done so. However, they do offer a greater range of products and alternative transaction methods such as auctions and reverse auctions. The more specialist online structures put considerably more design effort (with associated funding) into their websites, and as a result they are generally better in terms of usability.
Strategies that could be adopted by travel agencies in relation to online developments are product specialisation and information specialisation. Travel and tourism are becoming increasingly specialised. The Web design strategy should therefore appeal to certain sections of the tourist market and as far as possible be customised. Some travel agencies could specialise in the seniors market or backpackers, or certain tourist destinations or activities. For example, if an agency Another option for travel agencies is to shift the emphasis of their businesses to providing an information service. This could be facilitated by providing a wealth of information via a website with relevant links to other sites. It would be the information that draws potential customers to the site. There is also the question of whether travel agents can in the future charge customers for that information, or for packaging travel itineraries where a great deal of research is involved. 20 It is likely that over the next few years the travel industry sector will change significantly. 21 These changes will be driven by an increase in airlines marketing directly to the consumers, large travel companies marketing directly to consumers via the Web, and the virtual travel agencies expanding market share. 22 As mentioned earlier, most traditional travel agencies operate on small pro®t margins and a slight drop in customer numbers could endanger their pro®tability. As a result it is likely that some travel agencies will merge and the independent one-shop agency will come under increasing pressure. 23 Just how long some survive will depend on the loyalty of their customers and their abilities to add value and provide a high quality service. In relation to e-commerce these independent travel agencies often lack resources, ®nances, trained staff, expertise and in some cases enthusiasm for the Web. 24 With the increase in travel brokers and virtual travel agencies on the Web, most people's notion of a travel agency is outdated. Yet, for the consumer, ticket prices are often no cheaper when bought online. Although it is easy online to make comparisons between airline ticket prices and it may be convenient to make reservations, there are still issues in relation to customer service. Often with a traditional travel agency payment is not required for several weeks after the reservation has been made, whereas the payment is required up-front when booking online. Travel consultants will assume responsibility for the transaction and any changes will be forwarded to the customer. Simple point-to-point trips may be easy to deal with online but complex multi-stage journeys are not handled effectively by Web systems. While there is little price difference between of¯ine and on-line transactions it is likely that many consumers will prefer the agent to assume responsibility, provide advice and make suggestions in relation to alternative travel options.
There is some data from the USA to suggest that the travel sector is going through some restructuring. 25 To be effective online is not an inexpensive option and requires great expertise in marketing and design. The consolidation of travel agencies into travel groups, consortia, and cooperatives should provide improved access to the key skills and resources to develop an effective online presence. Hence, it is suggested that this trend to consolidation and restructuring within the industry will continue, with travel agencies merging, airlines forming alliances with virtual travel agencies and travel groups, and computer reservation system companies aligning with virtual travel agencies.
The authors suggest that the set of models proposed in this paper offer travel agencies a framework for understanding the reintermediation occurring within the travel retailing business. It provides a framework for approaching market opportunities and identifying appropriate responses to market threats by using existing or attainable strengths to determine new business models for continued existence.
